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FOREWORD

Nonproject assistance in the form of commodity import programs
(CIPs) and similar activities constitutes a large share of
total Agency for International Development (AID) development
efforts. Until recently, such programs have not been evaluated in
a systematic way. We present here a "menu” of approaches and
techniques that can be used in future evaluations of these programs.
The guidelines were prepared by Development Associates,
Inc. However, Chapter 6, on the evaluation of economic impacts,
has been heavily revised by the Center for Development Information
and Evaluation. This document has been circulated widely
in draft within AID for comment and represents a common understanding
of many of the considerations that may enter into such an
evaluation.

W. Haven North

Associate Assistant Administrator

Center for Development Information
and Evaluation

Bureau for Program and Policy Coordination
U.S. Agency for International Development

GLOSSARY OF ABBREVIATIONS

AID  -Agency for International Development
CDSS -Country Development Strategy Statements
CIF  -Cost, insurance, and freight

CIP  -Commodity Import Program

DA -Development Assistance

DCM  -Deputy Chief of Mission

ECE -Energy Commodities and Equipment Program
ESF  -Economic Support Fund

FOB  -Free on board

FR -Financing Requests

FY -Fiscal Year

GAO  -Government Accounting Office



GDP  -Gross domestic product
GNP  -Gross national product
GOE  -Government of Egypt
GOP  -Government of Pakistan

IBRD -International Bank for Reconstruction and Development
(World Bank)

IFB  -Invitation for Bids

IMF  -International Monetary Fund

L/C  -Letter of Credit

L/Com -Letter of Commitment

LRMC -Long-Range Marginal Costs

OED  -Operations Evaluation Department (World Bank)
PAR  -Performance Audit Report

PCR  -Project Completion Report

PPC/CDIE -AID Bureau for Program and Policy Coordination,
Center for Development Information and Evaluation

SAL  -Structural Adjustment Loan
S&T - AID Bureau for Science and Technology

SER/COM - Program and Management Services Directorate, Bureau
of Management, Office of Commodity Management

UNDP  -United Nations Development Program

USIA -U.S. Information Agency
ABBREVIATIONS USED IN THE CIP PROCESS
APPRCUR -Approval of Procurement. Contained in the eligibility
list of commodities.

BIDOPEN -Bid Opening. Opening and evaluation of bids.

BNKL/COM -Bank Letter of Commitment. Letter from AID to bank
guaranteeing funds for procurement.

CPI  -Commodity Procurement Instruction. Lists commodities
eligible for financing; included in initial Implementation
Letters.



DELIVERY -Delivery. Date commodity is received by importer.

DIRL/COM -Direct Letter of Commitment. Letter from AID to
supplier guaranteeing funds for procurement.

ELIGDATE -Eligibility Date. Date after which funds may be
disbursed if conditions precedent are met.

FR -Financing Request. Document requesting authorization
to initiate detailed financing arrangements for pro
curement of commodities.

GRNTAGMT -Grant Agreement. Document signed by both governments
outlining conditions and terms of the grant.

IFB  -Invitation for Bids. Formal procurement request for
commodities in the public sector.

IMPLETTR -Implementation Letter. Formal communication from
AID to recipient government with instructions,
guidance, and procurement procedures.

L/CREDIT -Letter of Credit. Letter from bank to supplier
authorizing funds for procurement.

NEEDIDEN -Need Identification. ldentifies needs of importing
entities for specific commodities.

NOOBJLTR -No Objection Letter. AID approves importer's choice
of supplier.

OFFLOAD -Offload. Commodity taken off vessel.

PAAD -Program Assistance Approval Document. Form
describing and justifying proposed CIP level and
content; instrument by which the AID Administrator
approves a nonproject assistance activity and
authorizes obligation of funds for implementation.

RELDATE -Release Date. Date commodity is released from
customs.

SEL&AWRD -Selection and Award. Selection of supplier and
awarding of contract.

SHIPDATE -Shipping Date. Date commodities are shipped from
the United States

VESSARRY -Vessel Arrival. Date vessel arrives at port of
destination.

1. INTRODUCTION



The purpose of this report is to develop guidelines for the
evaluation of commodity import programs (CIPs) and CIP-like programs
(programs emphasizing a specific sector) within the Agency
for International Development (AID). Specifically, it includes
the following:

1. A description and the results of an analysis of the major
characteristics of CIP programs and CIP-like programs
(for example, an agricultural development loan to provide
for commodity imports established with either Economic
Support Fund [ESF] or Development Assistance [DA] funding)

2. Areview of documentation provided by the Bureau for
Program and Policy Coordination, Center for Development
Information and Evaluation (PPC/CDIE) on AID's completed
CIP and CIP-like evaluations, citing and explaining the
major shortcomings as well as the major strengths of
completed evaluations, tying such observations into the
major characteristics of the programs

3. Areview of selected International Monetary Fund (IMF)
and World Bank evaluations of sector development and
structural adjustment loans (documentation not provided
by AID) and a description and explanation of their
methodological relevance, if any, to AID's evaluation of
CIP and CIP-like programs

4. An outline of at least two scopes of work for future CIP
and CIP-like program impact evaluations, setting forth
all of the major characteristics of such evaluations,
including matters of both substance and process

Commodity import programs, through which the United States
finances the foreign exchange costs of procuring and shipping a
vast variety of commodities for use in the factories, farms, and
homes of developing countries, have been an integral and major
part of American foreign assistance efforts for over 30 years.
Funded as grants under the authority of the Mutual Security Act of
1954, CIP and CIP-like activities were largely financed by loans
in the 1960s that were authorized by the Foreign Assistance Act of
[961. Both grants and loans were authorized as Security
Supporting Assistance under the Foreign Assistance Act of 1971.
The Economic Support Fund, Part I, Chapter 4, of the Foreign
Assistance Act of 196l is the current source for most such loans
and grants.

Common to all these programs, regardless of the provisions of
the various acts, was the requirement to fulfill the need for
rapid infusion of foreign exchange or commodities into a nation's
economy. The objectives were varied: to reduce perilously high
balance of payments deficits, to provide a measure of economic or
political stability, to generate local currency for developmental
needs, to provide the resources to meet reconstruction efforts
resulting from natural calamities such as earthquakes, or to meet
U.S. national interests by providing economic support based on
"special economic, political, or security conditions." Obligations



and expenditures for CIP and CIP-like programs have consti

tuted about 40 percent of the total obligations and expenditures

for U.S. Economic assistance since World War Il. Such programs
have reached almost all of the less developed countries assisted

by AID and its predecessor agencies. Yet, despite their size and
importance in the AID scheme of assistance, AID/Washington did not
formally evaluate a CIP until 1984. This situation is in direct

contrast to the continuing evaluation of project assistance

under the guidelines and directions in AlD's Handbook No. 3:

Project Assistance.

Not surprisingly, the General Accounting Office (GAO) took
note of that fact when it issued its 1984 report on the overall
management of AID's CIP efforts.{1} It urged AID management "to
develop and formalize evaluation procedures for CIP assistance in
compliance with the Foreign Assistance Act and AID directives."{2}
GAO also commented that any prior attempts at assessing CIPs had
been limited to brief descriptions of the past year's CIP
performance. Even those, GAO said, were "cursory and, in some
cases, unsubstantiated or based on incomplete and inaccurate
information."{3}

Despite the absence of formal guidelines, AID did conduct CIP
evaluations in 1984 in Zimbabwe,{4} Somalia,{5} and Egypt.{6} The
resulting reports have provided valuable insights and lessons for
AID as well as the authors of this report. As part of this effort
the U.S. Bureau of the Census detailed to AID two of its
specialists in the Evaluative Studies Branch of its International
Statistical Program Center. They served both as members of evaluation
teams and as rapporteurs and observers of the methodology
used in the Somalia and Egypt CIP evaluations.{7} Also valuable as
background material are a 1970 report by PPC on the use of program
loans to influence policy{8} and a 1982 memorandum by the former
director of USAID/Egypt, Donald Brown, on the use of CIP as a
development tool.{9}

At AID's suggestion, the team studied the PL 480 evaluation
report for Jamaica{10} and interviewed the author of the appendix
on methodology. He provided ideas on the use of economic models
and data for evaluating the impact of PL 480 programs, which,
although not covered in this report, are of sufficient similarity
to provide useful parallels.

The World Bank has a large Operations Evaluation Department
(OED) that combines audit and program evaluation services.{11} OED
reviews Project Performance Completion Reports, conducts audits of
some of the projects, and performs impact evaluations 5S\years
after the last disbursement for a small number of selected
projects. The team reviewed the reports and guidelines made
available by the Bank for their relevance to this study (see
Appendix C).

There is no generally accepted methodology for evaluating
nonproject assistance. Some authors advocate evaluating impact
without reference to stated objectives of the program; others
believe that evaluations should be guided by strict adherence to



the objectives delineated in various program documentation. Some
believe that a lack of sufficient valid economic data in developing
countries prohibits meaningful macroeconomic studies and that

the emphasis should be at the microeconomic level. Also to be
determined is how to evaluate local currency generation; AID

itself seems undecided on how that by-product of CIP should be
approached.

There are two major aspects to any evaluation. One deals
with administrative and logistical considerations, such as team
composition, numbers and methods of interviews, development of
guestionnaires, and similar matters. The other is concerned with
the theory and substance of the evaluation: what is to be evaluated
and what kind of economic or other models might be best
utilized in the process. This report concentrates on both areas.

The appendixes contain scope of work models that incorporate
many of the lessons learned from other evaluation efforts, a brief
review of World Bank evaluation documents, and a listing of
reference materials. The team extend their thanks to the authors
of these materials for their analysis and insights.

{1} U.S. General Accounting Office, AID Needs to Strengthen Management
of Commodity Import Programs, GAO/USAID -- 84-87, February 29,
1984.

{2} GAO, p. 43.
{3} GAO, p. 42.

{4} J. Lieberson and A. Hawkins, An Evaluation of the Zimbabwe Commodity
Import Program (Washington, D.C.: U.S. Agency for International
Development, March 1984).

{5} T. Lewis, P. Hagen, and J. Ricardo, An Evaluation of the Somalia
Commodity Import Program, 649-K-602 (Mogadishu: U.S. Agency for
International Development, April 1984).

{6} Development Associates, Inc., Price Waterhouse Khattab (Egypt),
and U.S. Bureau of the Census, USAID Commodity Import Program in
Egypt, 1975-1984: A Review and Assessment, December 1984. One of
the authors of this report was team leader for that evaluation.

{7} M.J. Hartz, The Evaluation of the Commodity Import Program in
Egypt; Report on Evaluation Methodology and Recommendations,
Program Center (Washington, D.C.: U.S. Bureau of the Census,
International Statute Program Center, June 1984). J. Ricardo,
Overview of the Evaluation of the Somalia CIP-1 (PAAD 649-0118),
(Washington, D.C.: U.S. Bureau of the Census, International
Statute Program Center, August 9, 1984).

{8} V.A. Morss and E.R. Morss, An Approach to Evaluating 'NonProject'
Assistance (Washington, D.C.: U.S. Agency for International
Development, June 1984).



{9} Donald S. Brown, "Commaodity Import Programs as a Development
Tool," Memorandum to the Administrator, Washington, D.C., October
19, 1982.

{10} U.S. Agency for International Development, AID Project Impact
Evaluation Report No. 51, Jamaica: The Impact and Effectiveness
of the PL 480 Title | Program (Washington, D.C.: U.S. Agency for
International Development, February 1984.)

{11} Warren C. Baum, The_Project_Cycle (Washington, D.C.: World
Bank, 1982).

2. DESCRIPTIONS AND DEFINITIONS

This section provides an appropriate reference for understanding
the major characteristics of CIP and CIP-like assistance
administered by AID, as well as the differences among the various
methods of overseeing such programs, whether through auditing,
monitoring, accounting, inspecting, or evaluating these programs.

2.1 Nonproject Versus Project Assistance

Both CIP and CIP-like assistance fall under the rubric of
nonproject assistance. Nonproject assistance, also referred to as
program assistance, is accomplished by the transfer of resour ces,
in the form of either foreign exchange or commodities, to support
economic development or political stability, or both, as a means
of relieving budgetary or balance of payments constraints on the
host country's economy. Project assistance is based on a single
activity designed to generate specific results. For example, a
project could be designed to upgrade teacher skills at the primary
level in the rural areas of a country. A project is AID's basic
unit of management.

"Commodities”, as used in this report, encompasses the vast
array of raw materials and manufactured goods normally utilized by
the business and industrial sectors in a country. Less often it
includes foodstuffs such as grains, cereals, milk, and so forth,
which are the major components of the PL 480 programs administered
by AID. The programs may complement each other in any given
country but have different goals and objectives. Typically, CIP
assistance is provided for the producers and manu facturers of
finished goods whereas PL 480 imports are provided for consumers
of foodstuffs.

2.2 Commodity Import Programs

An important characteristic of a CIP is its potential to
provide rapid and voluminous infusions of capital or goods into a
country's economy, particularly in contrast to USAID projects
involving long-term technical assistance or training with a small



commodity input. Within limits, the rate of infusion can be
controlled to meet shifting economic or political circumstances.
It also may be halted at any time without running the risk of
leaving half-finished buildings such as teacher training institutes
or clinics. It may be utilized by private as well as parastatal
economies and may be financed through grants or loans. It

is one of AID's most flexible assistance tools.

2.2.1 How CIPs Work in Theory

The theory of how CIPs work is simple. AID assures a host
country that it will pay the foreign exchange costs of procuring
and shipping certain eligible commodities (normally of U.S. source
and origin) mutually agreed on by AID and that government. If
financing is through a loan, the government agrees to pay AlD
either in U.S. dollars or the local currency equivalent of the
U.S. dollars over a given period of time (usually 30 to 40 years)
at favorable rates of interest. If it is a grant, the local currency
equivalent of the value of the commodities is deposited in a
special account to be utilized for previously agreed on developmental
purposes within the country, plus certain AID administrative
obligations. The size and composition of the CIP is fixed
each year after consultations with host country officials; these
figures then provide the basis for AID's requests to Congress for
funds for its various activities. After that, usual commercial
practices take over, goods are procured and shipped, and AID pays
the foreign exchange costs through the international banking
system.

2.2.2 How CIPs Work in Practice{12}

In practice, theory gives way to a complicated series of
steps involving documentation and approvals by government officials
and the requirements of international financing transac
tions. AID will often find itself in the role of banker, making
direct payments to U.S. suppliers, as well as serving as the
guarantor of such payment to U.S. banks, which pay suppliers on
presentation of required documents.

After the congressional appropriation process is completed
and AlD/Washington has secured authorization to proceed, USAID
prepares a grant or loan paper that describes the proposed CIP and
justifies it in political and economic terms. Although referred
to as the Program Assistance Authorization Document (PAAD), it is
in fact a form that constitutes the first page of the grant
paper. The PAAD is submitted to AID/Washington for approval by
the AID Administrator. The grant or loan paper includes a broad
description of commodities to be financed and cites a series of
conditions to be met before disbursement ("conditions precedent"),
along with a number of covenants,including, if appropriate, those
pertaining to local currency deposits. During the paper's preparation,
draws up a list by ministry, or by any other category, for the



U.S. dollar amounts it proposes to allocate to any government
agencies for their use. If the program is primarily for the private
sector, the allocation to individual firms will be through

the banking system and import licenses.

The conditions precedent and covenants approved in the PAAD
and other terms and conditions of the grant or loan are also set
forth in the agreement prepared by USAID. The agreement is signed
by the ambassador and Mission director for the United States and
appropriate officials on behalf of the host govern ment. Then,
initial Implementation Letters are issued by USAID. These name
personnel, in addition to the AID director, who may represent the
AID Mission in carrying out the CIP activity; set forth detailed
instructions on how the agreement is to be carried out; provide
the Commaodity Procurement Instruction document that lists the
commodities eligible for financing under the agreement; and cover
any other pertinent information.

After the conditions precedent have been met, the government
usually prepares a more detailed listing of commodities for any
parastatal organizations or government agencies and arranges a
series of meetings between USAID and the importers to discuss the
proposed procurement. If the end-users have previously procured
the same raw materials or equipment under AID financing, the
discussion between USAID and the importers may be limited to the
confirmation that they propose to use the same basic solicitation
document, normally an Invitation for Bids (IFB), and the same
specifications as before. In other cases, AID (the Office of
Commodity Management) may help to develop specifications that are
appropriate for the U.S. market.

After the IFB is completed, its availability will be announced
by AID. Frequently, the IFB will be issued by the host
government embassy in Washington, but suppliers will usually be
required to submit bids to the importer in the host country. The
IFB specifies the date, time, and place for the bid opening.
Representatives of the bidders and the importer and an observer
from AID will usually attend the bid openings. The importer
analyzes the bids for responsiveness to the IFB and selects the
successful bidder, that is, that responsive and responsible bidder
whose price is lowest for the commodity requested.

If the transaction is to occur solely within the private
sector, IFBs are not required. Importers may use regular commer
cial practices, including negotiated procurement. While the
negotiations or IFB process is taking place, USAID prepares
appropriate Financing Requests (FR) which are signed by USAID and
the host country government and forwarded to AID/Washington. On
the basis of the FRs, AID/Washington issues Letters of Commitment
(L/Com) to a U.S. bank against which the importers may open
Letters of Credit (L/C) through a correspondent bank in the host
country. FRs are normally processed 30 days after USAID receives
the necessary information identifying recipient banks and dollar
amounts. If the procurement involves commodities worth a large
dollar amount from a single supplier, a separate FR may be pro
cessed after the award has been made in order to issue a direct



L/Com to the supplier. Copies of L/Coms issued are provided to
the appropriate ministry or end-user.

Normally, under public sector procurement, the supplier must
post a performance guarantee after notification of an award. When
that is done, the importer requests the issuance of a
dollar-denominated L/C to the supplier against the bank L/Com
previously issued. The supplier ships the commodities, and, on
presentation by the supplier of the bill of lading and other
documents required by AID Regulation One (to the L/Com bank in the
case of the L/C, or to AID/Washington in the case of a direct
L/Com), the purchase price is normally paid in full.

Participating banks administering CIP funds may include
public and private sector commercial banks. It is the respon
sibility of the participating host country banks to ensure
importer compliance with the provisions of local rules. The banks
determine the eligibility of the importers and commodities and the
priority of the transactions in the bank's overall opera tions.
Bank fees are normally paid from CIP funds. CIP terms require,
among other things, that any equipment procured be of U.S. source
and origin and that the requirements of the U.S. 50/50 shipping
law be met.

The participating U.S. bank sends copies of the commercial
documents (the bill of lading, invoice, packing list, or other
documents provided for in the L/C) to the local bank involved. If
the importer meets its local currency obligations to the local
bank, the documents are released. This enables the importer to
clear the goods through customs and take possession. In the case
of a direct L/Com, the supplier is responsible for forwarding the
necessary documents to the importer.

Under AID regulations, the importer is expected to clear the
goods "promptly,” that is, within 90 calendar days or any other
previously agreed-on time period. This completes the transaction.

{12} The report team is indebted to Daniel Pfoutz's description of
the process in the Egypt CIP evaluation report. Pfoutz, a former
AID employee, is a consultant to Development Associates, Inc.

2.3 CIP-Like Programs

In contrast to regular commodity import programs, CIP-like
activities are usually directed at a specific sector such as
agriculture, the iron and steel industry, energy, or education.
Typically, they are based on a single commaodity or package of
related commodities. Such activities are of limited duration and
their objectives and goals are expressed in more precise quan
titative terms than those for CIPs. They may have a target for
the growth or development of a sector in measurable outputs or a
goal for supplying given quantities of inputs for a specified
period (x tons of fertilizer imported and distributed over a



3-year period). They will frequently be tied closely to a policy
dialogue between the United States and the host country and may
often be released in tranches or conditioned on the achievement of
policy goals such as import liberalization, credit tightening, or
monetary or pricing changes. Because of the narrower focus, there
is a more explicit developmental thrust to CIP-like pro- grams

than to CIPs. They are often implemented in countries where a CIP
exists and may be funded on a loan or grant basis. The procurement
and shipping of the commaodities under CIP-like activities follow

the same rules and regulations as CIPs and have the same
AID/Washington backstopping.

A sampling of such activities (often titled "projects,” even
though they are classified as "nonproject assistance") taken from
AID's fiscal year (FY) 1985 Congressional Presentation illustrates
the variety of such programs:

Zaire. An Economic Support Fund grant "to enhance the
productivity and output of Zaire's agricultural sector by
increasing the supply of U.S.-origin agro-inputs to

private enterprises.” Local currency generations will be
used to support AlD-supported development activities in
Zaire.

-- Pakistan. An energy commodities and equipment project to
"direct balance of payments support for the procure ment
of mining and power generation and distribution equipment
from the U.S. It will also provide the frame work for a
policy dialogue with the GOP [Government of Pakistan] on
energy generation and pricing issues.” (See Appendix B
for scope of work based on this proposed program.)

-- Egypt. Private sector production credit project.
Although this is private sector CIP, the Government of
Egypt prefers to limit the CIP designation to public
sector programs so this CIP-like project is managed by a
separate office in USAID, but backstopped by the CIP
office in Washington (SER/COM).

-- Costa_Rica. A health supplies management project to
streamline the drug and medical supplies purchasing
system and to supply foreign exchange for the impor
tation of medicines and medical commaodities for the
social security hospitals. The project is tied to the
ongoing dialogue to increase the efficiency of health
sector delivery systems.

2.4 Cash Transfers

Fitting neither the definition of a CIP nor of a CIP-like
activity, cash transfers nevertheless account for an increasing
proportion of AID's assistance. Funded from ESF, such transfers
as of June 1985 range in size from the US$1.2 billion cash grant
planned for Israel in FY 1985 and US$I75 million for Turkey to



US$147.5 million for Honduras. Cash transfers are justified in
almost every case as short-term balance of payments support. In
Turkey, however, a large portion of the grant is for debt servicing.
Cash transfers may also be utilized to meet emergency

needs such as those resulting from crises or disasters, whether
economic, natural or political. In addition, some transfers

involve local currency generations to be used for specific development
projects. Almost all cash transfers are tied to policy

dialogues and often to the achievement of fiscal or monetary
policies, in some instances endorsed or developed by the IMF. No
methodology for evaluating cash transfers is included in this
report.

2.5 Local Currency Special Accounts

In accordance with Section 609 of the Foreign Assistance Act,
countries receiving commodities on a grant basis under
arrangements that will result in the accrual of local currency
proceeds to the country from the sale of those commodities must
establish a special account for depositing these proceeds. Certain
amounts are to be made available to the U.S. Government for
its requirements, and the balance is to be used for recipient
country development programs agreed to by USAID.

In practice, the local currency agreement is incorporated
into the grant or loan agreement. The agreements generally carry
a requirement for the adoption of an appropriate accounting system
to track both the generation and disbursement of the funds.
Deposits are usually made on a quarterly basis by the recipient
government. Commonly, both governments agree annually on the
percentage of the funds to be used for U.S. administrative and
similar costs in-country and on the specific elements of programs
or projects to be funded with the remainder. A long-standing
issue for AID is the extent to which its Missions are to monitor,
audit, or evaluate such local currency uses. In some countries,
the amounts are growing geometrically, and Missions will face
staffing problems if they must monitor such uses as closely as
they do U.S. dollar-funded projects. Some recipient countries
attempt to restrain the use of such funds to decrease their
inflationary effects.

2.6 Methods for Oversight

AID exercises its oversight responsibilities for its projects
and programs in several ways. For the purposes of this
report, it is sufficient to delineate the major areas to place
evaluations in proper perspective.

2.6.1 Monitoring



Once a project or program begins, it is subject to continuous
monitoring by those responsible for its implementation. This
may be effected through periodic visits by project officers,
Mission directors, or Washington program personnel. It is
evidenced by weekly or monthly progress reports issued by contractors
or host country representatives and in direct reports by
project officers to the Mission director and then to AID/
Washington. Monitoring is done to ensure that progress meets
predetermined target dates, that funds are made available as
needed, and that required technicians and other personnel are on
staff. A monitoring system should provide benchmarks or warning
signals for project officers to determine when events slip or
timetables are not being met. This allows for corrective action
at the appropriate levels. It is an ongoing effort that con
tinues until the project is completed or terminated.

2.6.2 Accounting

Accounting activities parallel monitoring and take place in
the Mission or in Washington. Accounting can take the form of
simple bookkeeping or sophisticated computer and ADP tracking of
thousands of vouchers and transactions (such as are common to CIP
activities). Obligation and expenditure of funds are thus moni
tored and reconciled. But accounting will not by itself reflect
project progress (except as a function of expenditures and
obligations), nor will it generally provide warning signals of
potential trouble, except, again, in terms of fund availabili ties.

2.6.3 Inspections

AID inspections are the statutory responsibility of the AID
Office of the Inspector General, which is itself a congressionally
created position. The reach of the office is long: "the
Inspector General of the Agency for International Development . . .
shall supervise, direct, and control all audit, investigative,
and security activities relating to programs and operations within
[AID]." The Inspector General Act of 1978 grants to all
inspectors general of the U.S. Government wide authority in which
to exercise their responsibilities. Within that authority, AID's
Inspector General may audit, inspect, assess, or even evaluate
Agency activities. Inspections are performed at any time during
or after the life of a project or program. However, inspections
can also extend to nonprogram activities, such as the operations
or management of a particular office, bureau, or discrete activity.

2.6.4 Auditing

Auditing implies checking and, in a narrower sense, checking
on financial transactions. In the private sector and in Government,
the concept has been expanded to include assessment, evaluation, and



inspection, with the subject matter encompassing not

only financial records, but also adherence to regulations, rules,
laws, and agreements. It is significant that in AID the Office of
the Inspector General audits and inspects every facet of AID's
activities, and the least of that work is the actual checking of
figures. Indeed, the reports emanating from that office often
include the words "assessment” or "evaluation” in the titles.
Auditing can occur during the life of a project or at the end; CIP
transactions are post-audited in Washington and end-use audits are
performed at the Mission in which transactions are inspected to
determine whether commodities have been expeditiously and
properly utilized. The General Accounting Office also conducts
audits of AID activities, often at congressional direc tion.

2.6.5 Evaluation

Section 125 of the Foreign Assistance Act of 196l directs the
Administrator of AID "to improve the assessment and evaluation
of the programs and projects carried out by that agency . . . ."
Section 62IA, "Strengthened Management Practices," requires AlID to
establish a management system that includes "the definition of
objectives and programs" for U.S. assistance, the
development of quantitative indicators of progress toward these
objectives, and "the adoption of methods for comparing actual
results of programs and projects with those anticipated when they
were undertaken.” Furthermore, "the system should provide infor
mation to the agency and to the Congress that relates agency
resources, expenditures, and budget projections to such objectives
and results in order to assist in the evaluation of program
performance, the review of budgetary requests, and the setting of
program priorities.” Pursuant to those directives, AID established
a thorough project evaluation process, guidelines for which
are found in Chapter 12 of Handbook 3 and in Design and Evaluation
of Aid-Assisted Projects, a 1980 publication of the training and
development divisions of AID.

AID initiated the performance of impact evaluations in the
late 1970s. Before that, the focus had been more on corrective
actions (mid-course corrections) and lessons to be learned.
Project designers must now include funds and schedules for evaluations
in the project documents. Evaluations may be accomplished
by AID personnel, and by contractors or consultants, or by a
mixture of the two, and may include host country personnel.

3. WHY EVALUATE CIPs?

Given the monitoring, accounting, audits, and inspections
that accompany CIP and CIP-like activities, one may ask why what
is essentially a balance of payments support program should be
subject to the AID evaluation process. It is not likely that AID
overlooked its massive CIP grants and loans as it developed the
project evaluation system now in use. Some within AID have



guestioned the need for CIP evaluations. They point out that the
purpose of a CIP is to provide a recipient country with the

foreign exchange necessary to provide needed imports for its
economy. The test, it is argued, is how fast and how efficiently
moneys are disbursed and imports are put into production or con
sumption channels. These can be measured through the use of
arrival accounting systems. If the commodities are those that the
country needs and are on the AID eligibility list, what else could

be examined that current audit procedures do not cover? This view
is most prevalent in the group responsible for managing these
complex programs through the application of an input measurement
system. There is some merit in that approach, if one accepts the
premise that balance of payments support is CIP's only goal.

However, through the years additional purposes have been
grafted onto CIP: support of policy dialogue, including IMF and
World Bank initiatives; generation and use of local currency
proceeds; the addition of complementarity to the USAID project
efforts; and pursuit of independent development goals. Program
officers and economists have been concerned that a simple measurement
of the volume and flow of goods and the level of foreign
exchange savings does not properly reflect even the balance of
payments impact, much less all the other economic impacts such as
employment generation, sector productivity, or additions to gross
domestic product (GDP). Others have questioned how effective CIP
has been in suporting economic and political policy dialogues.

Does the United States become hostage to its large and continuing
commodity programs, thus lessening their effectiveness as
negotiating tools? At what point would the United States slow down,
reduce, or halt a CIP activity in a country that is "vital to the

U.S. national interests"? If CIP is also to augment a USAID
development program, is it not true that the present AID evaluation
policy requires an evaluation of that facet of a CIP?

3.1 Purposes of a CIP Evaluation

AID has accepted GAO's recommendation that its CIP activi
ties should be evaluated. That requires an analysis of the pur
poses of such evaluations.

The scopes of work for the recent evaluations of three CIPs
emphasize four areas of concern: (1) how well has the program
been managed, (2) to what degree has it met its documented goals
and objectives, (3) what has been its impact within the recipient
country (which may involve unintended goals and objectives), and
(4) what lessons are to be learned?

3.1.1 Management

The purpose of evaluating the management of CIP is to determine
how efficiently commodities and foreign exchange move; how
effective the relations of the CIP staff are with the government



and with the bank and importer community; how well the Mission and
the recipient country meet their responsibilities for the local

currency sales proceeds special account; how the arrival

accounting system is operated and utilized (including an analysis

of any automated data processing system); the extent to which
end-use audits are made and applied; and how the Mission
integrates the development goals of a CIP with its own project
activities.

On the other hand, review of voucher files and examination of
individual transactions to determine whether Regulation One rules
have been met are areas best left to auditors and inspectors,
whose tasks are well delineated in the SER/COM Audit Analysis
Guidebook.

3.1.2 Objectives

As CIP agreements become more detailed in documenting the
various purposes and goals of a CIP, the evaluators' task becomes
more complex. Support of policy dialogue may establish a multitude
of goals to be achieved by the CIP as a major tool for negotiations.
One purpose of evaluating CIPs from an objectives standpoint is to
determine whether the program is being over-burdened with goals and
purposes, to some of which CIP may be only tangentially related, and
to determine whether it has become a catchall for the Mission's
nonproject goals.

Objectives and goals are often set out in Congressional
Presentations, Country Development Strategy Statements (CDSS), and
Program Assistance Authorization Documents (PAAD), in addi tion to
the CIP agreements. Evaluators should analyze these documents to
ensure that there is a consistency of approach, because they may
be used by Congress, GAO, and the Inspector General as standards
against which to measure the effectiveness of a CIP.

3.1.3 Impact

Impact and objectives cannot be entirely disaggregated in the
evaluation process. Many objectives may be expressed as desired
impacts: "To increase production in the textile sector by 20
percent per annum” or "reduce urban unemployment by 30 percent
over 2 years." Similarly, economists and programmers are not
averse to formulating impact questions on a post facto basis for
inclusion in a scope of work for evaluators to answer: "What has
been the effect of the CIP on regional development?" "On the wage
structure in the iron and steel sector?" "On gross domestic
product?” "On the transportation of goods?"

It is seldom that an AID project has the widespread impact of
a CIP, which can affect economic, developmental, social, and even
political areas. The isolation and assessment of its impact on
these areas could be the most important aspect of a CIP evaluation.



Many impacts may have been unintended by the initial

designers and authorizers of a CIP, especially one that was
implemented rapidly to meet short-term needs but that has evolved
into a long-term process. (In Section 7, specific aspects of the
impact areas to be covered in a typical scope of work are
recommended.)

3.1.4 Lessons To Be Learned

Evaluation is not a sterile or academic exercise; its ultimate
purpose is to provide guidelines and recommendations to AID
so that programmers and managers can adjust ongoing activities and
put the lessons to work when they design and implement new
activities. This purpose should not be lost sight of by either
drafters of scopes of work or evaluators. There is a strong
allure to delving deeply into the intricacies of economic and
social analyses that may be of interest only to limited audiences;
it may put off those who might benefit most from clearly
expressed practical recommendations.

3.2 Purposes of a CIP-Like Evaluation

One major difference in the purposes for evaluating CIP and
CIP-like activities is the greater emphasis on management in the
former. Management of CIP activities, because of their size and
generally longer life, is often a far more complex job. CIPs
usually have elaborate arrival accounting systems, often as part
of an ADP program; its managers deal with scores of different
commodities, and they must relate to several institutions ranging
from the government to banks and private importers. A sector
program, on the other hand, may only involve a single commodity,
imported through one importer or government ministry; rely on a
simple arrival accounting system; and receive its necessary
backstopping from SER/COM in AID/Washington. A large CIP may have
up to 10 staff members; a sector activity may require only one
project officer in a technical division to monitor imports.

However, evaluation of the achievement of objectives and the
various impacts of a grant or loan on its particular sector is of
similar importance in both activities. Certainly, the lessons to
be learned are of equal value. There will be differences in
techniques and methodologies, but those result from the nature of
the activities, not from the purposes of the evaluations.

4. THE SCOPE OF WORK

The design of a successful evaluation effort begins with a
well-considered scope of work. The evaluation team will refer to
it often to check its own progress, and it will be used as a



standard against which to judge the final product. If its terms
and timing are unrealistic, the team will be faced with making ad
hoc decisions on what to leave out of the process and the report.
Time will not permit every possible objective of a given program,
whether or not it is stated, to be evaluated. There must be a
careful selection of the most important issues and a ranking of
those in order of priority. There should then be an indication of
the level of precision required in addressing them. The following
suggests areas to be covered in a scope of work, gar nered in
large part from the experience of the teams in Egypt, Somalia, and
Zimbabwe.

4.1 Inputs

Regardless of the office in AID that assumes responsibility
for designing the evaluation, it is important that all offices
dealing with substantive issues related to the evaluation be given
ample opportunity to contribute. This includes AlID's geographic
bureaus and offices, SER/COM, PPC, and evaluation spe cialists in
Washington and the program staff, CIP managers, the administrative
office, and the controller's office in the USAID Mission. The
administrative office should make clear what logistical support
will or will not be made available (office, transportation, word
processing), and the controller's office should indicate the
availability and access to ADP systems for the team.

A paragraph describing the history of the program and problems
that were encountered or that are foreseen is helpful, as is
a brief sketch of the political and economic climate in the recipient
country.

Evaluators should be given an opportunity to comment and
suggest amendments to the scope of work before they leave
Washington.

4.2 Issues

Defining the issues with precision is like drawing a good map
for the evaluators. It helps plot the course and defines the
limits of the journey. All parties to the evaluation should know
the limits before the evaluation so that unreasonable expectations
are not created. Evaluators should know for whom they are
writing -- are they primarily economists or managers? Will the host
government receive copies? Does the U.S. embassy have more than a
passing interest? Should there be a restricted appendix in which
matters of political impact will be discussed?

Once the issues have been defined, they should be divided
into those that require qualitative and those that require
guantitative answers. If too much emphasis is placed on quantitative
requirements, the data available may not be sufficient. On the
other hand, emphasis on only qualitative issues could lead to



charges of intellectual laziness, or of writing in impressionistic
terms.

In either case, appropriate indicators are necessary. If the
impact on policy dialogue is being evaluated, the number of such
conversations during a year may be an appropriate measure. More
impressive would be enumeration of policy changes resulting from
the discussions. The complexity and scope of economic indicators
should not exceed the limits of available data, which may often be
incomplete or out of date. A sense of proportion should be
maintained.

Each list of issues should then be ranked in order of agreed
importance, indicating those which must be addressed versus those
which could be addressed if time permits. Time is key -- there
should be a realistic assessment of what can be done within the
allotted period.

4.3 Time

The scope of work should precisely state the time allowed for
the team briefings and preparations in Washington, for field work,
and for writing the final report. An ample period in Washington
for briefings by AID and outside agencies would be 5 days,
including logistical preparations. Field time should be 3 weeks
at a minimum, with up to 5 or 6 weeks not to be considered
unusual. The relatively small additional cost of salaries and per
diem for those evaluating a multimillion dollar program should be
considered. The impact of data collection on fieldwork must be
measured -- it can consume more time than any other facet of the
process. The Mission should be consulted for the effect of any
local holidays or logistical problems that could impinge on the
team's time. Even local working hours and traffic problems can
make the interview process annoyingly time-consuming.

4.4 Data Collection

Data collection involves collecting statistical data and
scheduling and conducting interviews. The data must then be
assembled into forms suitable for analysis.

The scope of work should indicate the sources of data and the
extent to which the evaluators are expected to use quantitative
data. It should make clear who has the responsibility for such
work and when it is to be done. In a well-intentioned effort to
meet this problem, the data collection effort for the evaluation
of the project in Egypt was contracted to a separate group which
was scheduled to complete the process even before the evaluation
team was assembled. It did not succeed, primarily because the
data collectors and the evaluators had no opportunity to
coordinate their efforts. The data collection team was not
certain what the evaluators would want, and the scope of work for



the evaluators assumed the success of the collection effort.

Based on the experience in Egypt, it is recommended that
in-country data collection be made part of the evaluation team's
responsibility. Provision may be made for advance work by one or
more members of the team, who, if necessary, would be assisted by
locally employed personnel. Sufficient time must be allowed to
permit data collection to be accomplished properly. Moreover,
Mission guidance is important on this point.

4.5 Team Composition

The scope of work is the appropriate place in which to detail
the size and makeup of the team. (In its scope of work for this
report, AID limited such teams to three members, which should be
sufficient, although team size will vary with the size and
complexity of the program to be evaluated.) It is recommended
that one member be an economist, one have CIP or similar
experience, and one have had prior intensive evaluation experience.
Given the requirements for economic analysis at the macro
and micro levels, an experienced economist is a crucial member of
the team. Someone within AID with a good generalist background
would be acceptable for either of the other two positions, particularly
if there is relevant country or regional experience. The
contributions of Bureau of the Census employees have been
significant. Detailed from the Bureau's Evaluative Studies
Program, they have participated in project evaluations and the CIP
evaluations in Egypt and Somalia. They contributed valuable
insights into the methodology used and made suggestions for future
evaluations. Their reports were helpful in preparing this
study. If possible, the evaluator detailed from the Bureau of the
Census could be counted as a supernumerary, to avoid exceeding
the three-member team limit. If there is a large ADP system in
the USAID Mission, a concurrent evaluation of that system may be
carried out by a specialist hired on a short-term basis.

All regular members of the team should be recruited for the
full period of the evaluation and writing of the final report. For
CIP-like evaluations, two people might suffice: one economist
and one sector or commodity specialist (at least one with
evaluation experience). Much depends on the size of the activity
and the extent of the evaluation. An economist might be less
crucial in this case than an experienced sector or commodity
specialist, who perhaps would work with a person with a general AID
background.

If an evaluation is to be accomplished entirely by direct
hire, care should be taken that those selected are available full
time and that no other duties are assigned. Ideally, this would
mean employees from AID/Washington or USAID Missions. But a team
composed entirely of employees might be perceived by some as being
not as objective as a team that included outside specialists. A
mixed team could quell that particular concern, par ticularly if
the outside person is appointed team leader.



Whatever the composition of the team, there should be a USAID
Mission employee available to the team on virtually a full-time
basis. It is not necessary for that person to be from the CIP or
technical office, but the person should be able to supply
information and suggestions on firms and persons to be
interviewed, from both the private and the public sectors, and to
assist in setting up interviews within USAID and with other
organizations. The selected employee should begin to compile
lists of suggested interviews and schedules well before the team's
arrival. An experienced local employee could perform these
functions.

Thought should be given to including a local expert on the
team, both for intrinsic skills and for foreign language capability.
For example, this worked well in Egypt, where the Government of
Egypt required that the team include an Egyptian economist (two
were used). Such a person should be from academia or
the private sector, but not from the government. Businessmen and
women are reluctant at best to discuss business matters with
strangers, but even more so if they know that the interviewer is
from the government.

Once the scope of work is agreed on by all relevant offices,
it can become part of the contract. When that is signed,
preparatory work may begin.

Two outlines of proposed scopes of work, one for CIP and one
for CIP-like activities, are included in this report as Appendixes
C and D. These outlines are designed as potential
checklists as well, and, in most cases, will cover more ground
than any single evaluation is likely to warrant.

5. PREPARATORY WORK

5.1 In Washington

Assuming that sufficient time has been allowed in the scope
of work, the base office should set up interviews and briefings in
Washington for the team and should collect relevant documentation.
Within AID, the country desk officer should supply the
program agreements, PAAD, CDSSs, local currency agreements, and
other relevant documents. SER/COM can provide computer printouts
showing details of the program in terms of yearly totals; types of
commodities; names of suppliers, banks, and importers; key dates;
and similar data. That office can also provide copies of
Regulation One. PPC, as the repository of AID evaluation reports,
may schedule interviews with some of the authors of those reports.

In Washington, AID can obtain World Bank evaluation and
country reports for the team's use through the office of the U.S.
Executive Director (there is a liaison office in AID). Also, the
local embassy may be a good source of country statistics, par
ticularly on imports and exports. The U.S. Department of Commerce



will have data on U.S. exports to the country concerned. Both IMF
and World Bank personnel should be sought out for their views on
the economic situation in the country and what require ments, if
any, the IMF has in place or is negotiating with the recipient
government. The State Department country desk officer should be
consulted with respect to the current political situation and

the U.S. Embassy's involvement in policy dialogue.

5.2 In-Country

Preparatory work in the recipient country consists primarily
of data collection, including the scheduling of interviews.
Accomplishing as much as possible before the entire team arrives
will save valuable time. As noted above, we recommend that data
collection not be left to a separate entity, whether contractual
or otherwise. If necessary, one team member should arrive earlier
than the others to take charge of the operation. The alter
native is to wait until the entire team arrives to collect the
data (except for the gathering of published statistics). The
USAID Mission can make a valuable contribution by identifying
sources of statistics and the persons who can provide these
materials.

The team should manage the interview process. To do this
efficiently, the CIP and program offices should be asked in
advance to suggest firms or persons to be interviewed. This process
may be guided by an instruction from the team on whether it
wishes to use a random or stratified sampling method. (For a
large CIP program, a stratified sampling might be more valid.) If
possible, appointments for interviews should be made before the
team’s arrival, including those with USAID and embassy officers
and key government officials. It should be stressed that ample
time should be allowed for reaching appointment sites, for
postponements, for time-consuming delays, and for the possibility
of returning for follow-up interviews.

Finally, USAID Missions should advise the team whether a
single government entity wants to coordinate interviews,
particularly if the program is in the public sector.

5.3 Conducting Interviews

Even though interviews are vital to the evaluation, they are
part of the preparation for performing the data analysis and
framing recommendations in the report. Person-hours in the field
must be carefully husbanded, which means that team members usually
should not work in pairs during interviews. If language is a
problem, it would be best to obtain local assistance. Even if it
is not a problem, inclusion of a local person may still be helpful
to minimize the foreign nature of the evaluation.



5.3.1 Questionnaires

The use of a well-designed questionnaire (see Appendix A)
will help focus the interviewer's ideas and save time. If
possible, a copy of the questionnaire should be sent to the
interviewee in advance. Often, the appointment will have been
made through a secretary, and the person to be interviewed will
have been given only a limited idea of what the interview is
about. (Questionnaires should be sent to those who are direct
participants in the program -- representatives of firms, end-users,
banks -- and to those government agencies or organizations that are
direct beneficiaries; they should not be sent before calls on
recipient country government officials or high ranking U.S.
officials.) If a questionnaire is not sent ahead, a copy should
not be given to the interviewee unless it is asked for. At the
time of the interview, it should be used, as unobtrusively as
possible, as a guide by the interviewer.

Questionnaires should be short and carefully focused. Questions
should be tailored for various groups: banks, public officials,
private firms, and so forth. Good interview practice
dictates that the questionnaires should be pretested, Although
time will not usually permit this. In lieu of that, interviewers
should be flexible and should be prepared to change questions and
approaches based on experience.

The scope of work will be the basis for determining most of
the questions, supplemented by the team's specific interests and
methodology. The questionnaire should reflect the theory of the
evaluation and the hypotheses that are being tested or assumed.
The questionnaire usually should assume some background knowledge
of the person being interviewed, for example, what his or her firm
imports, how much it has imported in the last year or years, and
what it manufactures. This information should be available from
the CIP office and through the CIP arrival accounting system. If
the interviewer asks many questions eliciting such basic
information, the interviewee may view the exercise as less than
serious. On the other hand, specific questions on the effect of
CIP imports on production, employment, profits, market share, or
exports will indicate the scope and depth of the inter view.

Good sampling techniques may dictate that the number of
interviews that should be carried out far exceed the capacity of
the team. Discretion should be used. A large CIP involving
hundreds of importers and thousands of transactions suggests the
need for at least 50 well-selected interviews. Smaller programs
will require fewer. The aim should be to select firms or agencies
whose experience is representative of the various issues to
be examined; that is, those who have knowledge of the commodities
in terms of their value and kind, how they are shipped (bulk or
otherwise), and their ultimate purposes. The views of the team's
backup offices concerning sample size should be obtained before
the team leaves Washington. The scope of work might contain
reference to the sample size.



5.3.2 Training Interviewers

If interviews are conducted by people not on the evaluation
team (as may happen in a large program in which a valid sample may
require a score or more of interviews), a training session for
interviewers is a requirement. First, interviewers should be
given a clear idea of the content and substance of the program
(many people confuse commodity import programs with food import
programs). Second, interviewers should be told the type of
information that is being sought (numerical data, impressions,
opinions) and what hypothesis is being tested. Third, they must
learn to use patience and diplomacy, particularly when talking
with businesspeople or officials who may regard the activity as an
intrusion on their time. Unlike project participants, who are in
many instances continually and closely involved in the project,
participants in CIP and CIP-like activities may be occasional
users of the program and may feel that it is not necessary to
submit to surveys and questions. Experience gained from the
initial interviews should lead to the development of procedures that
make each new interview more productive than the last.

5.3.3 Recording the Results

In Egypt, the team found that recording the answers on the
guestionnaire at the time of the interview rather than later
ensured greater validity of the end product and allowed the facts
to be recalled more accurately. The task then became one of
transferring the answers into a usable format. Because
interviews were scheduled only for the morning hours, the afternoons
were available for debriefing the int